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There’s no time here for me to demonstrate what I’m about to say.  What I’m offering is a series of claims, not so that one can accept them if they seem to make sense, or reject them if they do not seem to make sense –– after all, what seems to make sense under capitalism is the common sense that capitalism produces ––but as claims that need to be rigorously, slowly, and carefully examined as either true or false.


I want to begin with what Marx’s law of the tendential fall in the rate of profit is not.  It is not a law of capitalism’s collapse.   Nor is it a theory of long-run stagnation, in which the system runs grinds to a halt as the profit rate falls ever closer to zero over time.  Marx explicitly denied these ideas, writing that when Adam Smith said that the profit rate tends to fall as more capital is accumulated, he was referring to a permanent effect –– but he was wrong.  “Permanent crises do not exist.” Marx also argued that the tendency of the profit rate to fall is constantly overcome by way of economic crises. 


Nor does Marx’s theory reduce to an indeterminate seesaw between the tendency of the profit rate to fall, on the one hand, and countertendencies that raise it, on the other.  Paul Sweezy and Joan Robinson, among others, argued that although technological advances tend to depress prices, and thus the profit rate, these same technological advances and falling prices also lower businesses’ costs –– they cheapen means of production –– and thus they raise the profit rate.  So the net effect is indeterminate; everything depends upon which effect is stronger.  

Marx was quite aware of these contradictory effects, but he argued that it was not a matter of “on the one hand … on the other hand.”  He theorized them as a contradictory unity.  In a chapter of Capital called, significantly, “Development of the Law’s Internal Contradictions,” he argued that the opposites, the tendency and countertendency, unite to produce economic crises.   When means of production become cheaper, already-existing capital, already-existing means of production, are devalued.  The firms that invested in them when prices were higher suffer losses –– existing value is destroyed.    The losses must be written off, charged against profits, and this can lead to bankruptcies, debt crises, bank failures, and other forms of financial collapse.   

But this destruction of existing capital-value, which depresses current profitability, is the very thing that restores future profitability.  If a firm is getting a certain amount of profit, its rate of return, or rate of profit, is obviously greater if the amount of value it has invested in production is smaller.  And the destruction of existing capital-value does indeed make it smaller.  So what we have here is not a theory of collapse or long-run stagnation, and not a seesaw of tendency and countertendencies, but a cyclical theory of bust and boom, of recurrent crises and expansions.  


Now of course the destruction of existing value will not occur if, despite the technological advances, prices do not fall.  They sometimes do not, mostly because a big enough expansion of credit can prop prices up or even cause them to rise. Government borrowing is a big factor here, as are interest rate manipulations by central banks to pump up private business and household borrowing.  It seems to me, however, that this expansion of credit does not negate Marx’s law of the tendential fall in the profit rate.  It does not negate the resulting crisis tendencies.  It merely displaces them.  In other words, if we don’t always have crises of falling profitability and devaluation of existing capital, what we have are the debt crises and the fiscal crises of the state that have lead to the smashing of the welfare state.  (It is worth noting, incidentally, that, throughout the advanced countries, the ratio of government debt to GDP has almost doubled since the late 1970s –– this is by no means a specifically U.S. phenomenon.)

So what we have here is not just a theory of recurrent economic crises, but a theory which suggests that these recurrent crises are inevitable under capitalism.  The technological advances in which the whole process is grounded are part and parcel of the system, and the fall in commodities’ values that results from technological progress is also inevitable under capitalism, even though this can manifest itself in debt and fiscal crises rather than falling prices.   Marx spoke of this inevitability as follows:  the true barrier to capitalist production is capital itself.  The system is founded on an unsolvable contradiction between use-value and value, between physical production and the production of value (or abstract wealth), between the ever-increasing expansion of physical productivity and the recurrent collapses in the expansion of accumulated value that this engenders.  

What this implies politically is the need to do away with value production.  There is a subjective need to do away with it:  the drive to produce ever-more wealth in the abstract, value, as an end in itself, is causing all of humanity and Nature to be subjugated and pressed into service, in order to make value “self-expand.”  But there is also an objective need to do away with it:  the expansion of value is a self-negating process.  The technological advances adopted in order to produce value lead, again and again, inevitably, to the destruction of value, to economic crises.  What is needed is a new foundation for society, not the abstract goal of expanding value as an end in itself, but the concrete goal of developing human capacities and powers as an end in itself.  In Capital, Marx called this the true realm of freedom.

This is a very different diagnosis of the problems, and what needs to be done about them, from what one typically finds on the Left today.  We hear that the problems are due to the evil intent and greed of capitalists and the 

leaders of their institutions, to bad policies, to the maldistribution of income and wealth, to the competitive nature of private capitalism and anarchy of the market that supposedly cause crises of “overproduction.”  In each case, the source of the problem is something other than value production, and the solution is therefore something far short of the overcoming of value production –– democratization of the international financial institutions, far-sighted policies, living wages and other forms of redistribution, and a return to government planning and control of investment.  I believe, however, that these solutions are just plain incompatible with the drive to produce ever-more value, and therefore they are utopian, incapable of being realized.  I think the historical record shows this clearly to be the case.  The drive to produce value is, so to speak, in the driver’s seat.

So I think that Marx’s theory of the tendential fall in profit rate, and the associated crisis theory, merit renewed attention.  We need to study them carefully, painstakingly, and rigorously, explore their implications, and demand that they be debated in Left forums and publications alongside the underconsumptionist, overproductionist, and other alternative Left theories.   One reason they merit renewed attention is that they can be of real service to the movement against global capitalism, and other social movements.  As I’ve suggested, they can help us avoid some seriously incorrect diagnoses of the problems and warn us not to tilt at windmills.  

Another reason they merit attention, I believe, is that they explain some of the major macroeconomic phenomenon of our time as a coherent whole.  The account for the coexistence of unprecedented technological change, mass unemployment and underemployment throughout the world, the tendency of prices to fall, which has recently intensified, rising burdens of public and private debt, various forms of economic crisis, and capitalism’s inability to abolish poverty and develop the 3rd World, despite its unprecedented physical productivity.  

They are the only theories I know of that are able to account for all of this as a coherent, integrated whole.  Other theories either fail to do so or do so incorrectly.  In particular, underconsumption theory is just logically incoherent and other forms of “overproduction” theory either cannot explain why there’s overproduction, or they provide false explanations.  Obviously, these are claims that I simply have no time to justify here.  Again, I’m putting them forth as claims that folks need to rigorously, slowly, and carefully examine, and only then decide whether they are true or false.

Yet there are some obstacles that stand in the way of Marx’s theories getting the renewed attention I think they deserve.  One is that people think they can’t be important because they haven’t heard much, if anything, about them.  The experts don’t mention them.  I would urge people to avoid appealing to authority in this way.  The experts can all be wrong, and often are.

An opposite obstacle is to think that Marx’s theories are already well understood.  My experience is that such understanding as exists is often superficial.  In particular, they are commonly mixed together with one or another form of underconsumption or overproduction theory, theories that are quite different, with regard to both their explanations and their implications.  The specificity of Marx’s theories is not at all well understood yet.

But the biggest obstacle to their getting a hearing is the fact that these theories have been systematically suppressed.  Sadly, the main culprits have not been mainstream economists and ideologists, but the “Marxist economists.”  The global economic crisis of the mid-1970s led to a vibrant debate over crisis theory on the Left, but then the so-called “Okishio theorem” was trotted out and Marx’s theories were almost lost to history.  This theorem, developed by two “Marxist economists” –– Nobuo Okishio and John Roemer –– supposedly proved that it is logically impossible that Marx’s law of the falling profit rate is correct.  Technological progress simply cannot cause the profit rate to fall.  

Thus Marx’s theory was kept out of classrooms, derided inside them, and theoretical and factual research based on them was ignored and often kept out of journals –– all for supposedly proper, intellectually valid reasons.  After all, that which is logically impossible simply cannot be  correct.

Yet the Okishio theorem has been disproved, not once, but several times, and the refutations have stood the test of time.  Those in the know admit, when forced to do so, that it does not in fact disprove Marx’s theory.  So no justification for the censorship remains.  Unfortunately, that has not put a stop either to the censorship or to the claims that the theorem proves that Marx could not be right.  Robert Brenner’s famous work on crisis, published 5 years ago, quickly disposed of Marx’s theory, once and for all, in a footnote, by invoking the Okishio theorem.  Thus we had a book-length essay on economic crisis, by a Marxist historian no less, and a whole new discussion of Marxian crisis theory that his essay engendered, in which Marx’s own crisis theory was all but absent.  

And as late as last year, the so-called Review of Radical Political Economics published a paper, without even publishing a rebuttal, in which Brenner incorrectly reiterated that the Okishio theorem proves the opposite of what Marx had argued.   I’m not trying to castigate Brenner personally here.  He’s a historian, not an economist, and he may still not know that the theorem has been disproved.  But the editors of the journal that published this piece surely knew better.

So there is a lot of work left to be done.  In addition to interpreting the world and changing it in the usual ways one thinks of, we need to struggle against the suppression of Marx’s ideas within economics, including radical political economics.  Otherwise they may well be lost to history forever. 

1
2

